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FINANCIal and Coerating Highlights 


FINANCIAL 
1974 1973 
Revenues . $45,583,000 $34,221,000 
Cash Flow from Operations . $16,299,000 $11,764,000 
Per common share . $2.41 $1.74 
Net Income $ 6,440,000 $ 3,925,000 
Per common share . Sele ny ale: 

Working Capital . $22,806,000 $11,987,000 
Capital Expenditures . $20,868,000 $31,814,000 
Long-term Debt . $18,846,000 $21,559,000 
Shareholders’ Equity . $89,825,000 $65,773,000 

PRODUCTION 
Crude Oil and Natural Gas Liquids (barrels) 789,700 831,700 
Pipeline Gas (thousands of cubic feet) 18,100,000 19,000,000 
Sulphur (long tons) 219,100 241,100 
Caustic Soda (tons) 195,100 188,700 
Chlorine (tons) . 3 tae pee 171,200 166,100 
Moulding Materials (thousands of pounds) . 5,600 7,300 
Industrial and Foundry Resins (thousands of pounds) . 5,100 5,900 
Metals Finishing Chemicals (thousands of pounds) . 7,900 7,800 

SHAREHOLDERS AND EMPLOYEES 
Number of Common Shareholders . Spans! 3,645 
Number of Common Shares Outstanding . 6,752,241 6,752,241 
Number of Employees 439 418 


For Canadian capital gains tax purposes, the Department of National Revenue has published a December 22, 1971 


Valuation Day price of $9.13 for the common shares of the company. 


Coroorate Hignlignts 


STRONG FINANCIAL POSITION 


Net income increased 64 percent to $6,440,- 
000 or 95 cents per common share. Cash 
flow from operations increased 39 percent 
to $16,299,000 or $2.41 per common share. 
Working capital increased by $10,819,000 to 
$22,806,000 at year end. Proceeds totalling 
$17,700,000 from private placement of the 
company’s 9.25 percent preferred shares 
applied to pay off bank loans. 


MAJOR LAND HOLDING 


Large land holding of exploratory acreage in 
Alberta, accumulated at modest cost, en- 
ables the company to participate in active 
exploration plays. 


BITUMINOUS OIL SHALE LICENCE 


One million acre bituminous oil shale lic- 
ence acquired in New Brunswick. 


GULF COAST DISCOVERIES 


Commercial gas reserves established on 
eleven of the company’s 17 lease blocks, 
offshore Texas and Louisiana. Five perma- 
nent drilling and production platforms 
ordered — the first scheduled to be de- 
livered in 1975. First production is expected 
to commence in late 1976 or early 1977. 


RECORD CHEMICAL OPERATIONS 


Record revenues and net profits achieved by 
Hooker Chemicals division, Durez Plastics 
division and Oxy Metal Finishing division. 
Major process conversion completed at the 
North Vancouver plant, increasing produc- 
tion capacity by ten percent. 


PURCHASE OF BRANDON PLANT 


Chlor-alkali plant at Brandon, Manitoba, pur- 
chased for $4,100,000. 


jo Inesharenolders 5 


ROBERT A. TEITSWORTH 
Chairman of the Board 


We are pleased to report the most successful year in the com- 
pany’s history. Revenues, net income and cash flow from operations 
all were at record levels after making full provision for deferred 
income taxes. Net income amounted to $6,440,000 or 95 cents 
per common share, and cash flow from operations increased to 
$16,299,000 or $2.41 per common share. Revenues reached an all 
time high of $45,583,000. 


Two accounting changes were made during the year, resulting in 
a more conservative statement of the company’s earnings than the 
accounting practices previously followed. The first change makes 
full provision for deferred income taxes. The second was a switch 
from the FIFO (first in, first out) to the LIFO (last in, first out) 
method of accounting for certain inventories. 


During the year the company realized a 6.6 percent rate of return 
on its invested capital. Although this was an improvement over the 
prior year of 5.3 percent, the low rate of return was far less than 
the return allowed many public utilities. It is necessary that an 
exploration company obtain a higher rate of return than a public 
utility in order to compensate the investors for the higher degree 
of risk. 


The private placement of an $18 million preferred share issue in 
December enabled the company to prepay the balance of its $19.8 
million bank loans due December, 1975. This debt retirement, plus 
an eleven million dollar increase in working capial, has kept the 
company in a strong financial position and thus will enable it to 
take advantage of investment opportunities as they develop. 


This report highlights the company’s success in establishing com- 
mercial gas reserves on eleven of its 17 lease blocks, offshore the 
United States Gulf Coast. Five permanent drilling and production 
platforms have been ordered and first production is scheduled to 
commence in late 1976 or early 1977. This company has been able 
to obtain interest-free advances of sufficient funds to cover its 
forecast exploration and development expenditures. In return for 
these advances, the gas transmission companies received a prior 
right to purchase the future gas production from the lease blocks 
at the highest price obtainable under long-term gas purchase 
contracts in the area determined at the time drilling platforms are 
set on location. 


In addition to our active program in the United States Gulf Coast, 
the company has continued to maintain its portfolio of exploratory 
acreage in Canada, most of which was accumulated at a very 
modest cost. The company now holds one of the largest spreads 
of exploratory acreage in Alberta, compared to other oil and gas 
companies. This land holding has enabled the company to partici- 
pate in numerous exploration prospects, some of which, during 
the past year, resulted in gas discoveries on company lands. 


However, during the past year, there has existed a highly publicized 
jurisdictional dispute between the federal and provincial govern- 
ments in Canada as to how oil and gas revenues are to be shared 
between the petroleum industry and the two levels of government. 
The increased taxes and royalties imposed by the federal and 
provincial governments have substantially decreased the funds 
from improved oil and gas prices that would otherwise have been 
made available for future exploration. By reducing the industry’s 


ability to maintain its exploration efforts, these governmental 
policies are creating a self-imposed energy crisis in Canada. 


Obviously, it is in the national interest that federal and provincial 
fiscal policies, affecting the petroleum industry, be coordinated to 
ensure that aggressive exploration programs be continued in 
Canada. Since this affects all Canadians and will largely determine 
the level of this company’s future exploration activity in Canada, 
it is to be hoped that sensible and equitable agreements, for all 
parties, can soon be reached. 


Our chemical divisions, composed of Hooker Chemicals, Durez 
Plastics and Oxy Metal Finishing, reported record operating rev- 
enues and profits for the year. These divisions together generated 
more than three-quarters of the company’s total revenues. The 
operations of the Hooker Chemicals division were expanded by the 
purchase of a chlor-alkali plant at Brandon, Manitoba, and the 
completion of a major process conversion at the North Vancouver 
plant which increased production capacity by ten percent. 


Although both the Durez Plastics and Oxy Metal Finishing divisions 
are relatively small segments of our business, they both enjoyed a 
very successful year and made important contributions to the 
company’s overall profits. Since both Durez Plastics and Oxy Metal 
Finishing serve a wide range of manufacturing and consumer- 
oriented customers, they are directly affected by adjustments in 
the general level of the economy. In view of the current wide-spread 
recessionary period, we anticipate that the operating results of 
these two divisions will be adversely affected during 1975. The 
Hooker Chemicals division, which is by far the largest contributor 
to overall company revenues and profits, is expected to have 
another good year in 1975, barring unforeseen cutbacks or shut- 
downs affecting its pulp mill customers in British Columbia. 

The wide range of technically oriented chemical activities in which 
the company is engaged provide an excellent balance to the natural 
resource segment of its business. Opportunities for diversification 
or expansion of both the industrial chemicals and natural resource 
operations are continually being reviewed and evaluated in order 
to provide orderly growth for the company. 


Environmental protection and employee and public safety continue 
to be fundamental considerations in all areas of the company’s 
operations. 


On behalf of the Board of Directors, we would like to acknowledge 
the outstanding contribution made by our employees during the 
past year and state that we consider them to be our most important 
resource. 


Calgary, Alberta Respectfully submitted, 


March 21, 1975 VEL 


Robert A. Teitsworth 
Chairman of the Board 
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President 


HOWARD B. SHELTON 
President 


Olland Gas Operations S 


The company has carried on oil and gas exploration in Western 
Canada since 1958. Commencing in 1972 the company expanded 
its exploration activities to include the United States Gulf Coast 
and has invested over $34 million in lease acquisition and explora- 
tion costs In that area to date. The company’s major land holdings 
include one of the largest portfolios of exploratory acreage in Al- 
berta, a one million acre bituminous shale licence in New Brunswick 
and its 17 leases offshore Texas and Louisiana. Although the com- 
pany has oll and gas production in Alberta, Saskatchewan and 
British Columbia, its principal producing properties are in the 
Crossfield field near Calgary, Alberta, where it is the operator of 
three gas producing units and a major gas processing and sulphur 
recovery plant. As at December 31, 1974, oil and gas operations 
accounted for approximately 73 percent of the company’s total 
investment in properties, plant and equipment. 


LAND 


The company made two significant acreage acquisitions during 
1974. 


In participation with others it submitted successful bids totalling 
$66.4 million for five leases offshore Texas and Louisiana compris- 
ing 22,500 gross acres. This company’s participating interest in 
these tracts ranges from 4.8575 percent to 6.875 percent, resulting 
in a net expenditure of $3,868,000 for 1,276 net acres. 


In April, a 1,000,210-acre bituminous shale licence was acquired 
from the Province of New Brunswick. The licence is for a term of 
six years and grants the company the exclusive right to search and 
prospect for bituminous shale on these lands together with the 
right to select up to 50 percent of the acreage as ten-year bitumin- 
ous Shale leases. 


The following table sets forth the company’s land holdings by area 
as at December 31, 1974, with comparative figures for 1973: 


1974 1973 

Oil & Gas Gross Net Gross Net 

IMMeIeY (GW eo co a BS 4,679,797 4,161,665 4,657,980 4,177,872 
Saskatchewan ..... 5IO;2Z32 169,943 616,773 SIO Si/ 
British Columbia... . 8293 3,065 8,929 3,700 
GEA (9D) 6 5 6 2 9 oo « 891993 215,999 391,993 215,999 
East Coast Offshore (c) 704,338 — 704,338 ns 
Louisiana Offshore. . . 4,986 659 2,648 530 
hhexas Onshore =e. & 62,131 4,713 61,946 3,566 


6,461,770 4,556,044 6,444,607 4,583,624 
Bituminous Shale 


New Brunswick (d).. . 1,000,210 1,000,210 _— Pe 
otalierem meses 7,461,980 5,556,254 6,444,607 4,583,624 
Notes: 
(a) Includes reservations of which approximately 50 percent may be retained 
as leases. 


(b) The gross acreage includes 175,994 acres in which the company owns a 
three percent gross overriding royalty. 

(c) The company’s interest in the 704,338 acres in the East Coast is a 1.75 
percent gross overriding royalty. 

(d) me to a maximum of 50 percent may be retained as bituminous shale 
eases, 


The company, over the past five years, has accumulated a large 
inventory of exploratory acreage in Alberta at modest prices and 
now has one of the largest landholdings of exploratory acreage in 
the province compared to other oil and gas companies. During the 
past year, a number of discovery wells were drilled on these lands 
by farmees at no cost to the company. In these areas, this company 
has retained large future participating interests. Several recently 
negotiated farmout and option agreements ensure that many more 
exploratory wells will be drilled by other companies on or in 
proximity to this company’s acreage during 1975. 


EXPLORATION 


The company’s oil and gas exploration is concentrated in the 
Western Canadian Sedimentary Basin and the United States Gulf 
Coast. The company participated directly in the drilling of 35 
exploratory wells, of which 12 were in Western Canada and 23 were 
in the Gulf of Mexico. Another 15 wildcat wells were drilled for the 
benefit of the company by other operators under various farmout 
and option agreements. In addition, the company commenced an 
oil shale exploration program on its extensive land holding in the 
Moncton Basin of New Brunswick, Canada. 


CANADA 


The company directly participated in the drilling of 12 exploratory 
wells in Western Canada. Of these, five were in Alberta and seven 
were in Saskatchewan. Seven of the exploratory wells resulted in 
gas discoveries, four wells were abandoned, and one well was 
awaiting evaluation of a potential gas sand at year end. Several of 
the more significant projects are described in this section. 


The company’s 100 percent-owned Bolton 16-11-59-4 W6 well in the 
Kakwa area of the Alberta Foothills was drilled to 16,916 feet at 
which point mechanical difficulties precluded any further drilling. 
However, the Upper Devonian, the main target formation, was 
evaluated and found not to be capable of commercial hydrocarbon 
production. Following an evaluation of a shallower porous sand 
that had yielded small quantities of gas during drilling operations, 
the well was abandoned early in 1975. Other oil companies will be 
invited to participate in the drilling of follow-up exploratory wells 
required to evaluate other seismic delineated reef anomalies on 
the property. 


The company carried out extensive seismic and gravity programs 
in the Peace River Arch area of west-central Alberta and drilled 
one well which was abandoned. In addition, it acquired varying 
interests in 65,800 gross acres (38,600 net acres) in the area as 
reservations and leases. Further exploration is planned in this area 
in 1975. 


The Harmon Valley reservation near Peace River, Alberta has 
prospects for Lower Cretaceous oil sands and five stratigraphic 
test wells are planned for early 1975. Since the indicated oil re- 
serves cannot be produced by conventional methods, research into 
suitable secondary recovery methods must be carried out before 
the property can be developed for oil production. A major oil com- 
pany is presently carrying out such a research project on a similar, 
nearby oil sands deposit. 


Drilling rig in Alberta Foothills 


Upper Photo: Sampling outcropping of bituminous 
shale 

Lower Photo: Typical drilling and production 
platform 


Other companies drilled 15 exploratory wells on our lands under 
various farmout and option agreements. Seven of these wells were 
completed as suspended potential gas wells, one was completed 
as an oil well, and seven were abandoned. These discoveries have 
established potentially commercial shallow gas reserves on the 
company’s landholding, of approximately 140,000 gross acres in 
Northern Alberta. However, further exploratory and development 
drilling will be required over the next several years in order to 
determine the extent and size of the indicated gas reserves. 


Garrett Research and Development Company, Inc., the research 
division of Occidental Petroleum Corporation, is currently testing 
an in situ shale oil process in a pilot plant on oil shale lands it 
controls in the Piceance Basin of Colorado in the western United 
States. This technique retorts the oil shale entirely underground, 
recovering crude bitumen. In anticipation that this, or a comparable, 
process proves to be feasible, this company acquired a one million 
acre bituminous oil shale licence in the Moncton Basin of New 
Brunswick. 


Almost immediately upon the acquisition in April, 1974, an explor- 
ation program was started with the shooting of 40 miles of seismic 
and the reprocessing and interpretation of existing seismic data. 
This was followed by the drilling of a 163 foot stratigraphic core 
hole on a known occurrence of oil shale within the Albert formation. 
This core hole confirmed the presence of a good quality oil shale 
and indicated that further exploration work on the project is war- 
ranted. These results were being assessed at year end in prepara- 
tion for further evaluation work to be performed in 1975. 


UNITED STATES 


Commencing in 1972, the company has been aggressively acquiring 
acreage and exploring for oil and gas in federal waters of the 
Gulf of Mexico. This activity has been carried out through a wholly- 
owned subsidiary, Canadian Occidental of California, Inc. Through 
1974, this California-based subsidiary has participated in six federal 
sales, placing bids totalling $54.3 million (U.S.) for 30 parcels, and 
winning 17, for a total expenditure of $31.6 million (U.S.). Working 
interests vary from tract to tract, depending upon the percent par- 
ticipation in various groups, with interests ranging from as little 
as 3.6 percent to as high as 20 percent In one instance. 


The 17 acquisitions were generally high quality, low-risk parcels 
which were won in keen competition with industry. Exploratory 
risk, and therefore bidding risk, on these parcels was considered 
low because advanced geophysical technology has made it possible 
in many cases to see future recoverable gas reserves on computer 
processed seismic lines in advance of bidding or drilling. 


Interstate gas utilities, vitally interested in establishing long range 
gas reserves, have been seeking to provide interest-free loans for 
tract exploration and development in exchange for a call on future 
gas reserves discovered. The company has taken full advantage 
of this opportunity. By committing future gas reserves on all 17 
leases to two major gas transmission companies, it has received 
to date interest-free advance payments totalling $14.3 million (U.S.) 
and has future pledges totalling an additional $7.3 million (U.S.) 
receivable during the next two years. These advances should be 
sufficient to cover all costs incurred during the exploration and 


development of the 17 tracts. Through 1974, the company’s cumu- 
lative exploration and development costs totalled $2,963,000 (U.S.). 
Advances are scheduled to be repaid, once production commences, 
over a five-year period from a percentage of the field proceeds. 


To year end 1974, the company has participated in the drilling of 
37 wells, of which 20 are gas or oil bearing and 17 are dry holes. 
Of the 17 tracts eleven now are known to contain commercial hydro- 
carbon reserves. Three are non-commercial, one is not completely 
evaluated, and two are undrilled. During 1974 alone, the company 
participated in the drilling of 23 exploratory wells of which 15 
resulted in the discovery of hydrocarbons and eight were non- 
commercial or dry. Five permanent development platforms have 
been ordered, the first of which should be installed within a few 
months, with initial gas production commencing in late 1976 or 
early 1977 pending a pipeline connection. 


The company’s net proven and probable gas and liquids reserves, 
before deduction of royalty interests, estimated by company en- 
gineers, based exclusively on the limited exploratory drilling per- 
formed to date, are 95 billion cubic feet of gas and one million 
barrels of oil. 


The exploratory drilling to date has been limited to that required 
in order to define the minimal reserves necessary to justify em- 
placement of permanent drilling and production platforms. Devel- 
opment drilling from the permanent platforms will delineate the 
true magnitude of each field. 


The future price to be received for the company’s share of gas has 
not yet been established. The advance payment agreements provide 
for the highest price obtainable under long-term gas purchase 
contracts in the area determined once drilling platforms are set 
on location. Gas prices have been moving upward since the com- 
pany’s acreage was acquired and must still realize substantial 
increases before reflecting the true value of the commodity. 


Because these gas reserves are located in federal (interstate) 
waters, they are under the jurisdiction and price control of the 
Federal Power Commission. On December 4, 1974, the FPC an- 
nounced a new single uniform base rate for interstate gas sales 
at 50 cents per Mcf (up from the previous rate of 42 cents per 
Mcf) with further escalations of one cent per year over the life of 
the field and further allowances for gathering costs. Thus, without 
further base rate improvements, the Gulf Coast area price by late 
1976, when first production may commence, should be in the range 
of 52 to 53 cents per Mctf. 


In the opinion of Canadian Occidental’s management, these fore- 
cast prices are unrealistically low. For example, as a result of a 
recent National Energy Board ruling, Canadian natural gas exported 
into the United States after January 1, 1975, is priced at $1.00 per 
Mcf at the border and will likely increase at least 20 cents per Mcf 
annually. Alaskan North Slope gas delivered to southern California 
terminals will cost at least $1.50 to $2.00 per Mcf by the time a gas 
pipeline is constructed. 


Further, the Federal Power Commission recognized in August, 1974 
that in terms of heating value natural gas, at 51.8 cents per million 
BTU’s, is still substantially underpriced relative to coal at 77.3 


Jack-up drilling rig 
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cents, and fuel oil at $1.56 per million BTU’s. Finally, United States 
intrastate gas, which is not regulated by the Federal Power Com- 
mission, and more properly reflects the current market for gas, is 
currently priced in the $1.25 to $2.00 per Mcf range. The company 
management is, therefore, optimistic that future interstate gas 
prices will continue to move upwards to a price more in line with 
current prices received for alternative fuels as well as intrastate 
and imported gas. 

As budgetary considerations allow, it is Canadian Occidental’s 
current intention to participate in future Gulf Coast offshore sales 
with the objective of further growth in this unique and potentially 
rewarding petroleum province. 


PRODUCTION AND DEVELOPMENT 


The accompanying table shows that production of sulphur, natural 
gas, crude oil and natural gas liquids declined slightly from the 
previous year. The company’s working interest share of production 
averaged 600 long tons per day of sulphur, 49.5 million cubic feet 
per day of gas and 2,164 barrels per day of crude oil and natural 
gas liquids. 


Production 1974 S73 
Sulphur (long tons) 
POURS DIEM 2 0 £ o oe o o 3s 6 3 5 « 156,083 163,516 
ReRee (RING (ole o 6 56 6 «= o 3 6 6 « « 58,415 72,83 
Oidaele (LMS <o.%s a <c e o k G!OP A ae x 4,629 4,769 
219,127 241,116 
Pipeline gas (millions of cubic ft.). . . . . . 18,099 19,043 
Pimorine (seiireiS)) 0 6 so os 6 «© 6 «6 o 6 a «¢ 127,619 134,350 
Bieimne Woedisls) 4 6 « o o «© 4 g & »o 6 & 105,688 112,784 
Coimeliiseus (setts). 2 .o os o o6 o o 6 & «& 225,095 247,311 
Crude oil (barrels) . . . . 331,299 3377259 


The company’s most important producing area is in the Crossfield 
field north of the city of Calgary where it has a substantial interest 
in, and acts as operator of, a major gas processing plant and 52 
gas wells. Three of the formations are unitized with the company’s 
working interest therein being 35.02 percent in the Calgary Cross- 
field Unit, 23.23 percent in the Calgary Elkton Unit and 37.73 per- 
cent in the Calgary Basal Quartz Unit. There are 43 gas wells within 
the unitized area and a further nine wells on lands adjacent thereto 
in which the company’s interests range from 25 percent to 50 per- 
cent. No development drilling was conducted in this field during 
the year as well deliverability was generally adequate to meet 
sales gas requirements. 

In the Greencourt area of Alberta, a development well was com- 
pleted as a Belly River zone gas discovery on lands in which the 
company holds a 50 percent interest. The company also participated 
in the drilling of two development wells in the Wimborne field, one 
of which was completed as a marginally prospective gas well, and 
the other was abandoned. 

Seven wells were drilled in the Sandhills Block in southwestern 
Saskatchewan on which the company holds working interests 
ranging from 25 to 50 percent. These wells were all completed as 
potential Cretaceous Milk River gas wells but are presently shut in 
pending favorable market conditions. The company now has inter- 
ests in 25 shut in Milk River gas wells scattered over this large 
landholding. The comparatively large capital investment required to 
bring these wells into production cannot be justified economically 


1e 


until the Saskatchewan government permits field gas prices to rise 
substantially above the established area price of 26 cents per Mcf, 
which is far below comparable Alberta prices of approximately 60 
cents per Mctf. 


Most of the company’s oil producing acreage is in the province of 
Saskatchewan where it has heavy oil production in the western 
part of the province and lighter oil production in the south-eastern 
part of the province. No new oil wells were drilled during the year, 
and production levels in both areas experienced natural decline. 


During 1974 dramatic changes took place in the selling prices of, 
and royalties and taxes on, oil and gas production. While product 
prices improved in response to world price increases, provincial 
and federal government involvement through increased royalty 
rates and taxes eliminated much of the incentive to expand opera- 
tions, particularly in Saskatchewan and British Columbia. 


A price freeze on petroleum products was imposed by the Govern- 
ment of Canada from September 1, 1973, through March 31, 1974. 
Effective April 1, 1974, the price of crude oil and condensate was 
increased by about $2.70 per barrel to $6.50 per barrel as a result 
of agreement between the Government of Canada and the produc- 
ing provinces. However, a large part of the revenue gain to the 
company was offset by a marked increase in provincial royalty 
rates and increased federal income taxes. It is anticipated that the 
regulated price for crude oil and condensate will be subject to 
further negotiations between the Government of Canada and the 
producing provinces during 1975. 


RESERVES 


The company’s working interest share of reserves, before deduction 
of royalty interests, were estimated by company engineers to be 
as follows as of the year end: 


Pipeline gas — 335 billion cubic feet of proven reserves after 
accounting for 18.1 billion cubic feet of production for the year. 
Probable additional reserves are estimated at 13 billion cubic 
feet. 


Natural gas liquids — 4,577,000 barrels of proven reserves after 
accounting for 458,400 barrels of production for the year. 
Probable additional reserves are estimated at 220,000 barrels. 


Crude oil — 2,783,000 barrels of proven reserves after account- 
ing for 331,300 barrels of production for the year. Probable 
additional reserves are estimated at 1,134,000 barrels. 


Sulphur — 2,999,000 long tons of proven reserves after account- 
ing for 160,700 long tons of production for the year. Probable 
additional reserves are estimated at 100,000 long tons. These 
figures are exclusive of sulphur production at our Peace River 
plant where 58,415 long tons were produced during the year 
from gas delivered to the plant by a third party. 


GAS PROCESSING PLANTS 


The company owns a 30.9 percent interest in, and is manager- 
operator of, the gas processing and sulphur recovery plant owned 
by Petrogas Processing Ltd., near Calgary, Alberta. This plant 
processes raw field gas produced from the Crossfield field for 
recovery of pipeline sales gas, condensate, propane, butanes and 


Photos above and to right: Petrogas plant, near 
Calgary 
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sulphur. It has the capacity to process more than 300 million cubic 
feet per day of raw field gas and is capable, on demand, of pro- 
ducing over 200 million cubic feet per day of pipeline sales gas 
and 1,500 long tons per day of sulphur as well as substantial 
volumes of natural gas liquids. During 1974, the plant processed an 
average daily volume of 250 million cubic feet of raw field gas. 


More than 95 percent of the company’s natural gas is produced 
from the Crossfield field and, after processing in the Petrogas 
plant, about one quarter is sold to TransCanada PipeLines Limited, 
and the remainder is sold to Westcoast Transmission Company 
Limited. 


Under the gas sales contract with TransCanada PipeLines Limited, 
the selling price for natural gas was 17 cents per Mcf for the 
period January 1, 1974, to October 31, 1974. The selling price 
increased to 24 cents per Mcf on November 1, 1974, and 24.25 cents 
per Mcf on January 1, 1975. The price will be increased to 28 cents 
per Mcf commencing November 1, 1975 and is subject to redeter- 
mination effective November 1, 1976, and every two years thereafter. 


As a result of a renegotiation of the gas sales contract with West- 
coast Transmission Company Limited, the gas price was increased 
from 25.75 cents per Mcf to 60 cents per Mcf effective November 
1, 1974. The price will again be subject to redetermination on 
December 1, 1975. 


In September, 1974, the Government of Canada announced that all 
natural gas export licences were to be amended at year end to 
establish a border price of $1.00 per Mcf. It was stated to be 
government policy that the additional revenues will not accrue 
to the pipeline transmission companies but shall instead be dis- 
tributed among the producers of natural gas in Canada with whom 
these pipeline companies have gas purchase contracts. This new 
government policy is expected to increase the company’s gas 
revenues in 1975. 


Installation of a tail gas clean-up facility, originally scheduled for 
completion at the Petrogas plant during 1974, will be delayed by 
almost one year because of delays in the delivery of essential com- 
ponents. When completed in late 1975, this unit will improve the 
sulphur recovery efficiency of the plant to the stringent provincial 
government guideline of 98 percent. The estimated cost of the tail 
gas unit is now $4.8 million, and such cost will ultimately be re- 
covered by Petrogas Processing Ltd. from the field gas producers 
who are charged a processing fee proportionate to their utilization 
of the gas processing facilities. 


The company’s Peace River plant at Taylor, British Columbia, re- 
covers sulphur from the acid gas feedstock supplied by an adjacent 
plant which processes gas from various fields in the Fort St. John 
area of British Columbia. Sulphur production from the plant de- 
clined about 20 percent from the prior year due to a temporary 
reduction in the volume of acid gas feedstock available for process- 
ing during June and July. The plant is expected to operate at its 
normal production level during 1975. 


The company also owns small participating interests in gas plants 
which process field gas produced from the Wimborne and East 
Crossfield fields in Alberta. Our share of the sulphur production 
from these plants totalled 4,629 long tons during the year. 


Sulonur Marketing 


The company is one of Canada’s major producers and marketers 
of sulphur. It markets sulphur throughout Canada and in the north 
west and mid-western portions of the United States. A large fleet of 
rail tank cars is maintained to transport liquid sulphur to North 
American customers. The company also sells sulphur in offshore 
markets through its participation in a producer-owned marketing 
company. 

Although sales volumes declined slightly from the prior year, sul- 
phur sales revenues more than doubled to $2,883,000. The following 


table indicates the 1974 sulphur sales tonnage with comparative 
data for the previous year: 


Share of Sulphur Sales (long tons) 1974 1973 
RAVES OEM 5 5 o 56 « o o 5 © 6 134,508 136,999 
Meriae ING PEI. 5 6 «© 5 »« a © «© & 52,923 54,162 
OWVe TEMS 5 vw Gla o  goum oy & «a 4,641 4,984 
‘Lota ee ee ek ee ne roe ees 192,072 196,145 
Distribution 
North American Sales... .... . 103,626 97,882 
Offshore Sales . . . Mtoe 88,446 98,263 


The company posted two price increases for North American sul- 
phur sales during the first half and maintained a price of $25.00 
F.0.B. Canadian producing points during the last half of the year. A 
modest volume increase in North American sales was achieved. 
During the fall of 1974, the company received delivery of 50 new 
rail tank cars to improve customer service and enable the company 
to maintain its share of the expanding North American sulphur 
market. 


The international oil crisis in early 1974, with the attendant short- 
age of bunker fuel required by ocean cargo ships, was the major 
contributor to the decreased volume in offshore sales. However, 
the offshore sulphur market developed strongly throughout the year 
with product prices improving significantly by year end. 


Approximately 90 percent of all sulphur marketed throughout the 
world is used in the manufacture of sulphuric acid. Historically, 
sulphuric acid has enjoyed such a wide variety of industrial applica- 
tions that its consumption is closely related to both the level and 
rate of change of industrial production. Although the sulphur market 
could be adversely affected during the near term by the current 
economic slowdown, the medium and long-term demand for sul- 
phur remains strong. 


The company had 432,000 long tons of sulphur in inventory at 
year end. This inventory is carried on the books at cost which is 
considerably lower than current market value. Most of this inventory 
is conveniently located adjacent to rail transportation facilities and 
can be moved to North American customers as market demand 
increases. 


A major sulphur pelletizing unit will be installed at the Petrogas 
plant during 1975. When completed in the fall of 1975, the unit will 
have the capacity to produce 300 metric tons per day of sulphur 
granules. This dust-free product will be destined primarily for 
North American industrial chemical and fertilizer markets. The 
pellets range in size from two to six millimeters and are particularly 
suitable for direct application to the soil using conventional equip- 
ment and spreading methods. 


Sulphur stockpile at Petrogas plant 


Minerals Division 


Geophysical survey in Saskatchewan 


is 


The objective of the minerals division is to find and develop hard 
rock mineral deposits. This division is based in Toronto and is 
staffed by four geologists who supervise operations extending across 
Canada. The following table summarizes the acreage held in various 
parts of Canada. 


Percentage Gross 

Interest Acres 

NACL ovahaeae POs: <c oe mk ele uentee nine ener ne 100% 27,778 
19% 2272 

6.6% 10,452 

Bain Colmes. « ¢ o » o 8 & «+ 100% 27,004 
90% 416 

SESIGICINENEI oo o « o© o © 6 o 6 ¢ 100% 256,960 
MEVANWCLeeis. ec Geca Qe wo “ep & eee 100% 1,240 
90% 7,853 

OMAN 2 6 oo 6 6 we a & @ & = 100% 9,600 
QUED ECA eer ee ae er oe alee Bona 100% 1,862 
80% 1,559 

NewsBrunswicke ss sess se 8 see 100% 440 
7.4% 80 

S5/, OG 


During the past year, the Canadian mining industry has been sub- 
jected to severe new taxation and royalty regulations on both the 
federal and provincial levels. These new taxes and royalties will 
materially add to the cost of existing mining operations and 
seriously affect the economic feasibility of bringing new mines 
into production. If the mining industry is to continue its present 
important contribution to the Canadian economy, then it is essential 
that the governments adopt fiscal policies which will permit the 
industry to obtain a reasonable rate of return from new mineral 
developments. This company is continuing its minerals exploration 
program in the expectation that the federal and provincial govern- 
ments will adjust their taxes and royalties as may be required in 
order to provide the necessary incentives to the mining industry. 


In British Columbia, a gold placer deposit was actively investigated 
with the intent of bringing it into production on a limited basis dur- 
ing 1974. However, a combination of factors including environmental 
constraints, provincial royalties and federal tax proposals, effec- 
tively indicated the property would not sustain an economic 
operation. Elsewhere in British Columbia, some eight claim groups 
were subjected to preliminary assessment. Of these, three were 
drilled with copper mineralization intersected In one group where 
additional work is planned. 


In Manitoba, geophysical surveys have outlined numerous con- 
ductors, some of which will be tested during next winter. 


Mining claims were acquired in the provinces of Ontario and 
Quebec during the year. It is planned to test these properties for 
possible base metal potential during early 1975. 


While no economic deposits were found during the year, many of 
the company’s properties were under active investigation and 
evaluation at year end. 
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Above: Chlorine cells at North Vancouver plant 
Top left: North Vancouver chlor-alkali plant 
Lower left: Specialty chemicals barge “‘Metlakatla”’ 
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This division comprises three chlor-alkali plants located at North 
Vancouver, British Columbia; Nanaimo, British Columbia, and Bran- 
don, Manitoba. The principal products are chlorine, caustic soda 
and sodium chlorate which are used as bleaching chemicals by the 
pulp and paper industry. The company believes that its plants supply 
more than half of the market demand for chlor-alkali products in 
British Columbia and account for approximately one half of Western 
Canada’s production. The company’s affiliation with Hooker Chemi- 
icals & Plastics Corp. makes available a vast amount of research 
and technology due to Hooker’s worldwide experience in the manu- 
facture of industrial chemicals and in the design and engineering 
of chemical plants. 


The North Vancouver plant, which produces chlorine, caustic soda 
and muriatic acid, operated at full capacity throughout the year. 
Since this plant was built in 1957, its production capacity has been 
increased through various plant expansions, as indicated in the 
following table: 


Chlorine Caustic Soda 

(tons/day) (tons/day) 
Oieditall CORN . «6 c 6 o & 6 2 » 100 110 
IQS2 QEeMSIOM oo «a a o © ao o 6 wo % 165 180 
IQS Seems . 2 o 6 6 o » 6 4 195 ZAMS 
IQS eos . o 0 » o 6 o o o « 330 363 
WO Qmemsio 2 os o 4 9 o» 6 o © @ 395 435 
IGA opis 6 2 o ¢ » g # » 6 6 445 490 


The 1974 expansion, completed in mid-December, involved a major 
process conversion of the electrolytic cells from consumable graph- 
ite anodes to dimensionally stable anodes at a cost of approxi- 
mately four million dollars. This process conversion increased the 
productive capacity of the plant by about ten percent, improved 
efficiency in the use of power and eliminated several environmental 
problems related to the use of lead and graphite. In addition, a 
safety venting system was installed that minimizes the possibility 
of atmospheric contamination in the event of an unexpected plant 
shutdown due to power failure. 


The Nanaimo plant, owned by a wholly-owned subsidiary, Hooker 
Chemicals (Nanaimo) Limited, operated all year at its normal pro- 
duction capacity of 95 tons per day of chlorine and 106 tons per 
day of caustic soda. Most of this production is delivered by pipeline 
to the adjacent pulp mill owned by MacMillan Bloedel Limited. 
Additional chlorine storage capacity was installed to give greater 
flexibility in the storage of inventory. 


Over 90 percent of the production of the two British Columbia 
plants is sold as bleaching chemicals to major pulp mill companies 
in British Columbia. The demand for these products remained high 
throughout the year and some minor allocation of available pro- 
duction among customers was necessary prior to the completion 
of the North Vancouver plant expansion. 


Most of the chlor-alkali production is shipped to pulp mill cus- 
tomers by the company’s own transportation system of railroad tank 
cars and barges. The specialty chemical barge “Metlakatla”, shown 
on page 14, provides regular service to a pulp mill customer at 
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Prince Rupert, British Columbia, and is capable of carrying up to 
5,000 tons of caustic soda and 900 tons of chlorine. The rail barge ‘Te 
“Hyak King” can carry twelve 100-ton rail cars on the deck and 
1,500 tons of liquid caustic soda in below-deck storage. In addition, 


a fleet of 156 rail tank cars and hopper cars is used for transporting —¥e i 


chlorine, caustic soda and salt to customers. 


Sales contracts with major customers were renegotiated during the 
year to provide for substantial increases in the base selling prices 
of the products and to improve the price escalation clauses enabl- 
ing the company to recover current and future increases in its 
manufacturing costs. Consequently, although production volumes 
of chlorine and caustic soda remained unchanged from the prior 
year, sales revenues and net income from these operations were 
substantially improved. 


The labour agreements between the company and its hourly-paid 
employees at North Vancouver and Nanaimo were settled in 1973 
and remained in force throughout 1974. Both of these agreements 
are Subject to re-negotiation during 1975. 


In March, 1974, the company purchased a small chlor-alkali and 
sodium chlorate plant located in Brandon, Manitoba, for approxi- 
mately four million dollars. This plant was immediately leased for 
a five-year term to Hooker Chemicals Canada Limited, a Canadian 
subsidiary of Hooker Chemicals & Plastics Corp. As the lease 
payments offset the mortgage payments to the Manitoba Develop- 
ment Commission, the plant will be fully paid for when the lease 
expires in May, 1979. During the term of the lease, all pre-tax 
profits from operation of the plant are to be shared equally by this 
company and Hooker Chemicals Canada Limited. 


Above: Packaging finished product at Durez plant 
Left: Brandon chlor-alkali plant 
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Right: Durez plastics plant at Fort Erie, Ontario 
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A wholly-owned subsidiary, Hooker Chemicals (Nanaimo) Limited, 
owns and operates a plastics and resins manufacturing plant at Fort 
Erie, Ontario. This division is a major Canadian manufacturer of 
phenolic molding compounds and Industrial, foundry and polyester 
resins. These products are marketed under the trade name DUREZ 
and are used by a wide range of industrial end users including 
automotive, rubber, foundry, electrical, marine, appliance, plastic 
fabricators and communication industries. 


The Fort Erie plant is a modern manufacturing, warehouse and 
office facility built in 1970 at an approximate cost of four million 
dollars. It has an operating and sales staff of 36 employees. 


During 1974, phenol, a basic raw material in this manufacturing 
process, was in extremely short supply throughout North America. 
As a result, production volumes during the year were about 20 
percent lower than in 1973. However, because of strong demand 
until last November and limited availability, product selling prices 
were substantially increased. 


Although sales volumes declined during the year, sales revenues 
increased by more than two million dollars or 59 percent to 
$5,724,000. As a result, this division recorded much improved net 
operating profits for the year. 


Product demand and sales slumped sharply starting in November 
due to inventory and production cutbacks in the housing, auto- 
motive and appliance industries. 


Oxy Metal Finishing 


This wholly-owned subsidiary, Oxy Metal Finishing of Canada Ltd., 
with head office and plant at Rexdale, Ontario, has two separate 
but complementary divisions, Parker and Sel-Rex. The Parker divi- 


sion has operated in Canada since 1948 as a leading supplier of METALS TREATING CHEMICAL 
chemical products for the treating, cleaning and finishing of steel, PRODUCTION 
aluminum and other metals used in the manufacture of auto- a 


mobiles, metal siding, appliances, metal furniture and fixtures, 
electrical apparatus and other manufactured goods. The Sel-Rex 
division is a leading Canadian supplier of precious metal electro- 
plating process equipment, chemicals and process technology to 
the electronic and decorative jewellery industries. 


The Parker division manufactures and distributes chemicals for 
producing zinc phosphate, iron phosphate and oxide coatings on 
steel, aluminum and galvanized surfaces prior to the application 
of paint. Its zinc phosphate coatings are also used as a base for 
lubricants to aid in the drawing of steel tubing, bars, etc. Parker 
also produces a complete line of cleaners, paint spray booth com- 
pounds and paint strippers. This division has access to extensive 0 
research and development facilities, customer service and test oe age = ete OS 198 
laboratories, enabling it to provide up-to-date technical know-how 
to its customers. During 1974, sales volume and operating profits 
of the Parker division continued to increase over previous years. 


As in each of the previous nine years of its operations, the Sel-Rex 
division produced and sold increased volumes of gold cyanide 
salts during the year. In addition, sales of specialized processing 
equipment designed for the customer’s specific needs continued 
in high demand. The net income for the Sel-Rex division was at a 
record level. 


Sales revenues from the Parker and Sel-Rex divisions totalled 
$5,459,000 during 1974, an increase of 42 percent over the prior year. 


Above: Parker sales representatives visit 
customer's plant 

Left: Oxy Metal Finishing plant at Rexdale, Ontario 
Parker Sel-Hex 
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Increased revenues from oil and gas and all chemical divisions of 
the company contributed to record earnings in 1974. Net income 
for the year was $6,440,000 or 95 cents per common share, an 
increase of 64 percent over the restated amount of $3,925,000 or 
58 cents per common share for 1973. 


The following table sets forth a comparison of earnings by the 
operating divisions of the company: 
Net Income (Loss) 


1974 1973 
(Restated) 
(Amounts in thousands) 

ORanGeGas ane cers ae ee ee Re ee eee $1,748 $ 849 
MUNA eed cede, Moe recs tok ts, hp lace mee See (460) (244) 
CGhemilCalS ames wets me ve eer ene en Bal52 3,320 


$6,440 $3,920 


Net income for 1973 has been restated to give effect to an account- 
ing change, made in the first quarter of 1974 and applied on a 
retroactive basis, whereby the company adopted the tax allocation 
basis of accounting for income taxes relative to all timing differ- 
ences. As a result of this change, the company now makes full 
provision for all income taxes that are deferred by virtue of being 
able to deduct certain costs at a different rate for tax purposes 
than is used for book purposes. Prior to this change, the company 
had followed the practice of providing for deferred taxes only on 
timing differences related to tangible assets and not to exploration 
and development expenses. 


During the fourth quarter of 1974, the company adopted the LIFO 
(last-in, first-out) method of pricing inventories for raw materials 
and finished goods, where previously it had used the FIFO (first-in, 
first-out) and average cost method. The new method is considered 
to be preferable because it more closely matches current costs 
with current revenues in periods of price-level changes. Under 
the LIFO method, current costs are charged to cost of sales for the 
year. The change does not affect reported results for prior years 
since the December 31, 1973 inventory, as previously stated using 
the FIFO and average methods, is treated as the beginning inven- 
tory under the LIFO method. 


This change in the method of accounting for inventories had the 
effect of reducing net income for the fourth quarter and the year 
ended December 31, 1974 by $245,000 (4 cents per common share) 
and $526,000 (8 cents per common Share), respectively. The follow- 
ing table sets forth the earnings summary for the fourth quarter 
of 1974 compared with same period of 1973 (amounts in thousands 
except per share amounts). 
Fourth Quarter 


1974 1973 
(Restated) 
REVUES: 6 « oo » .e © 6 & B» 6 6 ¢ $13,746 $9,393 
Costs and Expenses . ; 10,036 7,420 
Income Before Income Taxes . nee 3 17.10) 1,973 
neon VENES o oo «5 6 4A % o Bp @ 8 « 935 911 
Net meome®. . » «© # 6 sa »o @ o «a # $1775 $1,062 


Per Common Share... . .. .. . $ 0.26 $ 0.16 


2O 


The effect of the LIFO change on the first three quarters of 1974 is 
as follows (amounts in thousands except per share amounts): 


1974 Quarters Ended 


March 31 June 30 September 30 

Net income, as originally reported . $1,400 $1,696 $1,850 
Effect of change to LIFO method of 

inventory pricing . “ow” ha (49) (102) (130) 
Net income, as restated . . . . il sil $1,594 $1,720 
Per common share: 

Net income, as originally reported $ 0.21 $ 0.25 $ 0.27 

Effect of change to LIFO metho 

of inventory pricing . . . . (0.01) _ (0.01) _ (0.02) 

Net income, as restated . . . $ 0.20 $ 0.24 > 0:25 

REVENUES 


Revenues in 1974 were $45,583,000, an increase of 33 percent over 
the 1973 amount of $34,221,000. The contributions to revenues are 
set forth in the following table: 


1974 1973 

(Amounts in thousands) 

Net Sales — 
SUIPHURAReees ae ee oe ee en eer $ 2,883 Selelay 
Gas, Crude Oil and Liquids . .- . . . 7,799 5,699 
ChilorAl kale ae ee ee wee ey ee 22,397 19,295 
PIREWCS Elicl RESINS o o o 0 » o » ¢ 5,724 Soll 
Metal Finishing . a ee ee ee 5,459 3,851 
44,262 33,703 
Nnehese alatel @uneiec « » o 0 0 0 @ © © 1esZ 518 
$45,583 $34,221 


The increase in revenues resulted primarily from higher average 
selling prices received for all products and rental income received 
from leasing the Brandon plant to Hooker Chemicals Canada 
Limited. Seven of the company’s large pulp mill customers account 
for 92 per cent of its chlor-alkali sales revenues. 


COSTS AND EXPENSES 


Costs and expenses increased 24 percent to $33,226,000 from 
$26,855,000 the prior year. This increase was directly related to a 
combination of higher costs for raw materials; increased salaries 
and wages; higher mineral and property taxes; increased charges 
for depreciation, depletion and amortization; and higher overall 
Operating expenses as a result of the general inflationary trend. 


CHANGES IN FINANCIAL POSITION 


The company maintained a strong financial position with working 
capital of $22,806,000 at the end of 1974. This was an increase of 
$10,819,000 from $11,987,000 at the end of 1973. 


Cash flow from operations amounted to $16,299,000 in 1974, an 
increase of $4,535,000 or 39 percent over the 1973 amount of 
$11,764,000. 


In December, 1974, the company privately placed 9.25 percent 
cumulative preferred shares, the net proceeds of which aggregating 
$17,665,000 were used to prepay the balance of the $19,800,000 
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(U.S.) term bank loans due December 31, 1975. In addition, the 
company received interest-free advances totalling $12,751,000 (U.S.) 
from two pipeline companies to cover exploration and development 
costs in the Gulf of Mexico, offshore, Texas and Louisiana. Also, 
a term bank loan of $2,676,000 (U.S.) was arranged to partially 
finance the purchase of four additional tracts offshore Texas. 
Another financing during the year was a mortgage loan from the 
Manitoba Development Corporation for $2,840,000 to cover part 
of the purchase price of the Brandon plant. 


Capital expenditures in 1974 totalled $20,868,000 compared with 
$31,814,000 in 1973. The following table sets forth a summary of 
capital expenditures for 1974 compared with 1973. 


1974 1973 


(Amounts in thousands) 
Oil and Gas, including lease acquisitions, 
exploration and development and well, 
lease and other equipment 


Canadaeeeran-wer eee: Gee) 8 ke hs $5,633 $ 3,839 

WESGuifsCoastmuee 4 6,458 26,739 
Purchase of Debentures of 

Petrogas Processing Ltd. . . .. . 465 _ 

piZ 208 30,578 

Miiiniins WEMMIES 2 6 « «0 © o © © 9g = 547 586 

Chemicals 

Purchase of Brandon Plant... . . 4,073 — 

North Vancouver Plant Expansion . .. . ZrO5i: 385 

(Oe? oye Ca RD ae Oe eee — 741 265 

7,765 650 


$20,868 $31,814 


WAGES AND SALARIES 

At December 31, 1974, the company had a total of 439 employees. 
The total salaries and wages paid, including the cost of all benefit 
programs, approximated $6,710,000 during the year. 


TRADING RANGE OF COMMON SHARES 

The common shares are traded on the Toronto Stock Exchange and 
the American Stock Exchange, Inc. The following is the trading 
range of the common shares on each of these exchanges during 
the past two years: 


Toronto Stock American Stock 
Exchange Exchange 
High Low High Low 
1973 
mip CUA 5 5 6 5» » 15% 10% 15% abil 
Second quarter =. 29. 5 123% 9% 13% 938 
Wintel GWelale 6 5 1 9 6 © 13% 10% Is} 10% 
FOUN CMe? 5 « »o 6 o 15% 9% 15% 9% 
1974 
Fie CURING? 5 oo 4 5 « 14% 10% 14% 10% 
Scone) GWE » o o 4 - 13% 8Y2 13% 85% 
Tinligel GWelAr 2 5 6 » & « 9 6% 9% 62 
POUindm lela 5 4 » o « 9 5p 10% 6% 


No dividends were paid on the common shares during the year. 
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1974 1973 1972 1971 1970 
SUMMARY OF OPERATIONS 
Net sales and other revenues: 
Sulphur . heh eae $ 2,883 1 AY) 961 1,387 1,945 
Gas, crude oil and liquids is Pe Fe: 7,799 5,699 5,076 4,173 3,890 
Chlor-alkali . A Piet Ngo reny: 22,397 19,295 6,222 15,639 14,000 
Plastics and resins® ON ge p leate eee 5), 7/24! Seoul 3,088 2,602 iL fyi 
Mee WMS =. 5,459 Brook 2,669 Zou 1959 
imisesie Biel GING 5 5 5 0 lel Tes 518 489 599 546 
45,583 34,221 28,505 ZS). d/ Ns) 23,854 
Operating costs and expenses. . . . . 33,018 26,855 POISE 21,548 18,920 
Waese COSIS EEC - 5 o 20 5 o «= 1,614 869 Zl 230 467 
Less: net interest capitalized. . .. . (1,406) (869) — aa aes 
Provision for income taxes. . . . . . eR 3,441 2,012 B22eu 1,794 
Income before extraordinary items . . . 6,440 3,925 3,110 2,408 2,673 
Saretecehinele? MMS - « o 0 5 6 a « _ —_ _—__ mt253) —_ 
Nihesineees on on bl Um UCU $ 6,440 3,925 3,110 DANS 2,673 
eleyr Omen SARE .« « « 0 5 o « $ 0.95 0.58 0.46 0.36 0.49 
OTHER FINANCIAL DATA 
Cash flow from operations. . . . . . $ 16,299 11,764 9,682 8,241 5,856 
yelp Womlamen SMS > o co » 2 o © $ 24 Lov LAS} lis) 1.07 
Capital Expenditures: 
ONpeiecleess o « co 5 o «o 6 «© ¢ % I2 SNe 30,578 6,710 LAWS 2,236 
Mining 2) 0 ene omer meron 547 586 653 30 — 
ieee « co so o 6 o 6 0 o GES __feseye) (2,862 708 BSc! 
$ 20, 868 31,814 10,225 W223) 5,467 
Net property, plant and eet uta 
Oil and gas ——Canada_ . oe $ 38,981 36,585 35,579 34,944 27,295 
Oil and gas — U.S. Gulf Coaster ou 36,416 29,958 yale = = 
Mining . . . RS ches LOZ 977 633 108 — 
Gaia a 5 6 © 6 6 o 6 8 £24,029 (19,099 20,496 19,618 20,801 
$101, 043 86,619 59,927 54,670 48,096 
WMormiines Cajon) 2 o o 0 o ow » 4 © $ 22,806 11,987 1@, 7/52 Vl 2S 8,092 
Total) assets’ ye:5 hte a ee $138,627 108,612 80,317 73,583 65,455 
boyyeeistden @llee 5c 2 6 » 5 0 0 «9 6 $ 18,846 Zo WS 200 evil 
Shareholders. ec UiIty mam smnenntc inne: $ 89,825 65), /7/2 61,848 58,738 42,702 
OPERATING DATA 
Proven reserves: 
Pipeline gas . MMCF. 335,000 291,000 278,000 293,000 307,000 
Crude oil and natural Bas liquids . M/Bbls. 7,360 e255 7,680 7,934 of 340 
SUOMI 1 oo > WLI. 2,999 3}. 1eys} Sol 7 3,488 31832 
Production: 
Pipeline gas . MMCF. 18,099 19,043 18,966 19,189 18,355 
Crude oil and natural. gas liquids . M/Bbls. 789.7 Sys}il 7/ 840.9 692.8 601.5 
SWietmWle o 2 : > MV. 219.1 241.1 237.4 211 2 265.6 
CAUBIIG Sack . « » o »o » o IWIYTene IWS)5), I 188.7 158.9 160.3 140.8 
Chlorine. . enV alons WH 2 166.1 141.3 139.8 25a 
Moulding materials. > oo MYos. 5,640 TsA2 7,618 4,463 897 
Industrial and foundry resins . . M/Lbs. 5), 2A 5,862 3,924 2,938 824 
Metal treating chemicals . . . M/Lbs. ASM LD 6,860 5,822 4,619 
Well Data: 
INGE WIGHIS == FES o 2 5 =» 6 = 6 ¢ 330) 28.5 PT} Hl 23.0 19.1 
Net wells — oil . . one MBS) 22.8 20.6 PALO IVs) 
Land holdings: SELES of AS) 
Gross acres. . . aS eee: 7,462.0 6,444.6 6,675.4 8,013.0 6,638.7 
NetaG@resie =a et cae | a ee 555613 4,583.6 4,950.4 6,022.7 2,579.4 
NOMS po 6 6 a a 6 «0 & 6 © ¢ 439 418 401 376 402 


Dollar amounts are in thousands, except for the per share data. 


Reserves and production of pipeline gas, crude oil and natural gas liquids and sulphur represent the company’s 
gross interest before the deduction of royalties. 


Analysis of the | 
summary of Operations 


Comparison of 1973 to 1972 


The 20 percent increase in revenues from 1972 to 1973 resulted 
primarily from higher average prices received for natural gas, 
crude oil, liquids and sulphur. In addition, increased sales of 
chlorine and caustic soda were realized following completion of 
the North Vancouver plant expansion in December, 1972. Sales 
revenues from plastics and resins and metal finishing chemicals 
were also higher due to increases in both sales volumes and selling 
prices. 


Operating costs and expenses for 1973 increased by 18 percent 
over 1972. This increase resulted from additional manufacturing 
costs in the chemical operations due to higher production volumes, 
increased charges for depreciation, depletion and amortization and 
higher overall operating expenses due to the general inflationary 
trend. 


Interest costs increased by $848,000 during 1973 as a result of the 
$19,800,000 (U.S.) term bank loans entered into in July, 1973. The 
total interest costs accrued in 1973 were capitalized since all of 
the interest-bearing debt related to the acquisition of leases in 
U.S. Gulf Coast, offshore Texas. 


Provision for income taxes increased from $2,612,000 in 1972 to 
$3,441,000 in 1973 due to higher pre-tax earnings, with tax rates 
remaining relatively unchanged. 


Comparison of 1974 to 1973 


In 1974, revenues increased 33 percent over the prior year due to 
higher selling prices for all products and rental income earned 
from leasing the Brandon plant to Hooker Chemicals Canada 
Limited. 


The increase of $6,163,000 or 23 percent in operating costs and 
expenses in 1974 resulted from a combination of higher costs for 
raw materials, increased salaries and wages, increased charges for 
depreciation, depletion and amortization, higher mineral and prop- 
erty taxes, and a general increase in overall operating expenses 
due to the general inflationary trend. 


Interest costs increased $745,000 or 86 percent in 1974 as a result 
of additional borrowings and higher interest rates. In keeping with 
its established accounting practice, the company capitalized that 
portion of the interest cost relating to its investment in the United 
States Gulf Coast. 


Provision for income taxes increased by $2,476,000 over 1973 as a 
result of higher pre-tax earnings and amendments to the Canadian 
Income Tax Act which primarily affected the oil and gas operations. 
For further details refer to Note 5 of the Notes to the Consolidated 


Financial Statements. 


In 1974, the company adopted the LIFO method of accounting for 
certain inventories from the previously used FIFO and average cost 
method. As described in Note 1 of the Notes to the Consolidated 
Financial Statements, this accounting change reduced net income 
for the year by $526,000, made up of a $920,000 increase In cost 
of sales and a $394,000 reduction in the provision for deferred 


income taxes. 


CANADIAN OCCIDENTAL PETROLEUM LTD. 


Consolidated Balance Sheet 
December 31, IGA and 973 


ASSETS 

1974 1973 
(Note 1) 
(Amounts in thousands) 

CURRENT ASSETS 
Cashiand certificates Of GepOsit:zas. = c =2 un wueeteennne $ 16,361 Sawa 2/0 
RECEIVADICS Mee ~) ree Es 2 le). Reo ye ee ene 9,431 6,481 
INVETILOMESBUINOLES || -ANCL2) i om un creer 0a me enn ane 4,061 3,174 
Prepaid sGxXDenSeS = lean wh Oca wes ae a en eee 496 320 
otalpcunrentsassets f= sa. a eee. ec en oe 30,349 15,245 


SULPHUR INVENTORY, in excess of 
enesyearsssales volumess(INOte: L)i— weamamecn sue osteo eon LOT 884 


INVESTMENTS AND ADVANCES 


BELOPaSs PLOCESSIN Sit: LC Mmmm a ea ee Se 5,698 5,048 
Othere(Notee9) Mame cect cy ca ahs © et un een ae ee 86 193 
5,/84 5,241 


PROPERTY, PLANT AND EQUIPMENT, at cost net of 
accumulated depreciation, depletion, and amortization 


Ofoo/, 145 in L9/4and $32,406 in 1973 (Note 3) 101,043 86,619 
DEBE RREDSCHARGES ti. Ban cay) mane) crim an en ere 439 623 


$138,627 $108,612 


The accompanying statement of significant accounting policies and notes are an integral part of this balance sheet. 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT LIABILITIES 
Payable to affiliates . eee 
Accounts payable and accrued liabilities . 
Income taxes payable : 
Current portion of long-term debt . 


Total current liabilities 
LONG-TERM DEBT (Note 4) . 
DEFERRED INCOME TAXES (Notes 1 and 5). 


SHAREHOLDERS’ EQUITY (Note 6) 
Preferred shares—$25 par value 
Authorized—1,000,000 shares 
Issued and outstanding— 
300,000 shares—Series A ($7,500,000 U.S.) 


420,000 shares—Series B 


Common shares—$1 par value 
Authorized—15,000,000 shares 
Issued and outstanding—6,/52,241 shares 


Capital in excess of par value . 


Retained earnings . 


COMMITMENTS AND CONTINGENT LIABILITIES (Note 11) 


APPROVED ON BEHALF OF THE BOARD: 


JO! MEE | Director 


ees KLEE , Director 


1974 


1973 
(Note 1) 


(Amounts in thousands) 


Seal 
5,004 
1,063 

505 


7,543 


18,846 


22,413 


7,419 
10,500 


6,752 
63,092 


3622 
89,825 


$138,627 


6,752 
33,786 


253239 
65,773 


$108,61 


2S 


The accompanying statement of significant accounting policies and notes are an integral part of this balance sheet. 


CANADIAN OCCIDENTAL PETROLEUM LTD. 


Consolidated staremernt of Income 


For the Years Ended December 31, 1974 and 1973 


1974 1973 


(Note 1) 
(Amounts in thousands) 


REVENUES (Note 8) 


Net saleS..7 4:5. 060 ee ee ee $ 44,262 Sr35703 ie 
Interest-and others, eas) oes eet, ene ee 1,321 518 L 
45,583 34,221 E 


COSTS AND EXPENSES (Notes 8 and 9) 


Cost) of, productssolds(NOtes!) seaman meee 29,347 24,533 
Selling and administrative expenses. . ........ Z,03), 2,053 
Interest eGOStS aCChUCC arcmin maremmn mr eee te mm 1,614 869 
Less: Net interest capitallZeClimmesmm-enr came ann- ate umns ar ee (1,406) (869) 
Other. expenses 72 pos mere en ee ee 834 269 
33,226 26,855 

[NCOME BEFORE INGOMESTAXES mums sere tee ee 12735); 7,366 


INCOME TAXES (Notes 1 and 5) 


Current 9 ees Oe es a te eee 1,526 535 
Deferred oven. oe) ee ee eee ee ee ee en ee 4,391 2,906 
5,917 3,441 

NE. Val NCOM Ese. peat coterie gueee cee aie e me a $ 6,440 $ 3,925 


PER COMMONSSHARES(NOtG 37, ieee ee sy HSS $ 0.58 


The accompanying statement of significant accounting policies and notes are an integral part of this statement. 


SUSE Gh Ra Eee en ene hs a eS ee 


CANADIAN OCCIDENTAL PETROLEUM LTD. 


Consolidated Statement of 
sharencoicers’ Equity 


For the Years Ended December 31, 1974 and 1973 


Preferred Common 


Shares Shares Capital In Retained 
Par Value Par Value Excess of Earnings 
of $25 of $1 Par Value (Note 1) 
(Amounts in thousands) 
BALANCES, DECEMBER 31, 1972 
as previously reported. . . ...... ——— $ 6,752 $33,786 $31,510 
Adjustment for the effect on prior years 
as a result of providing for deferred 
income taxes (Note 1) . (10,200) 
BALANCES, DECEMBER 31, 1972 
ASTLEStaL eC eu-saet pate ch ety. Os, Gan ted a 6,752 33,786 21,310 
Net income, as restated (Note 1). 3,925 
BALANCES, DECEMBER 31, 1973 
aSareStaledie ae ey eh ae. oe oe ee ee = 67752 33,786 25,239 
Preferred shares issued 
series A.($/,500,000 U.S.). « 2 «1 . » = 7,419 
SCWeSH bas ie eee eee oe ot a Le 10,500 
Issue expenses of preferred shares. . . . (254) 
Net income 6,440 
Preferred share dividends =) (53) 
BALANCES, DECEMBER’ 31, 1974 . 3 3 3: $17,919 $ 6,752 $33,532 


$31,622 


The accompanying statement of significant accounting policies and notes are an integral part of this statement. 


ae 


CANADIAN OCCIDENTAL PETROLEUM LTD. 


Consolidated Statement of Changes in 


FINANCIal Position 


For the Years Ended December 31, 1974 and 1973 


FUNDS WERE PROVIDED BY: 


Net income 


Add amounts not requiring an outlay of working capital— 
Depreciation, depletion and amortization . 


Provision for deferred income tax 
Other . Me eee ae 
Funds generated from operations . 

Proceeds from— 

Preferred share issue (net) . 

Boyafecweteam (lees Go 4 o 5 8 e ¢ 

Sale of property, plant and equipment . 

Other . a a pee 


FUNDS WERE USED FOR: 


Additions to property, plant and equipment . 
Investment in Petrogas subordinate debentures . 


Reduction in long-term debt . 
Preferred share dividends . 
Other 


INCREASE IN WORKING CAPITAL . 


Increase (Decrease) in Current Assets— 
Cash and certificates of deposit . 
Receivables 
Inventories 
Other 


Increase (Decrease) in Current Liabilities— 
Payable to affiliates . . AS er ee 
Accounts payable and accrued liabilities . 
Income taxes payable .... . 
Current portion of long-term debt . 


INCREASE IN WORKING CAPITAL . 
WORKING CAPITAL—JANUARY 1 . 
WORKING CAPITAL—DECEMBER 31 . 


1974 


1973 
(Note 1) 


(Amounts in thousands) 


$ 6,440 


5,657 
4,391 
(189) 


16,299 


17,665 
17,960 
401 
WAS) 


52,454 


10,819 
11,987 


$93,925 


5,097 
2,906 
(164) 


11,764 


21,409 
58 


3531 


31,814 


1,234 
10,753 
11/987, 


The accompanying statement of significant accounting policies and notes are an integral part of this statement. 


statement of significant 
ACCOUMING Policies 


Principles of Consolidation 


The consolidated financial statements include the accounts of Canadian Occidental Petroleum 


Ltd. and its wholly-owned subsidiary companies. All intercompany accounts and transactions 
have been eliminated on consolidation. 


It is the company’s policy to translate U.S. dollar transactions at historical rates for non-current 
accounts and at the year-end rate of exchange for current asset and current liability items. 


The investment in Petrogas Processing Ltd. (30.9 percent) is accounted for on the equity basis and 
Canadian Occidental’s share of their earnings is included in ‘Cost of product sold” in the Con- 
solidated Statement of Income. Petrogas Processing Ltd., which is operated by the company, 
owns the plant and other facilities for the processing of gas from the East Calgary Field. The 
processing costs are recovered through a service charge to the producers and Canadian Occi- 
dental, being a producer, allocates its share of the service charge as a cost of the natural gas 
sold and sulphur recovered. 


Inventories 


Inventories are stated at the lower of cost or market. Cost of raw materials and finished product 
inventories are determined using the LIFO method (See Note 1), and the cost of work in process 
and materials and supplies are calculated using average and first in, first out respectively. 


Depreciation 


Depreciation of plant and equipment, excluding items included in the oil and gas full cost 
pool, is provided for using the straight line method based on estimated useful lives. The com- 
pany follows the policy of capitalizing property additions and major improvements and better- 
ments at cost. Maintenance and repairs are charged to expense as incurred. Upon the retire- 
ment of plant and equipment, the cost is charged or credited to the accumulated depreciation, 
after considering salvage value or proceeds from sale. 


Full Cost Pool 


Oil and gas operations are accounted for on a country-by-country basis using the full cost 
method of accounting. Under this method, all costs of acquiring, carrying (including capitalized 
interest), exploring for and developing oil and gas reserves in each country are capitalized as a 
separate pool, including preproduction expenses, production equipment and the cost of non- 
producing properties. The provision for depreciation, depletion and amortization is computed 
separately for each pool, using the unit-of-production method based on the estimated proven 
recoverable oil and gas reserves in each country. 


Amortization of Mining Exploration Costs 


Mining exploration costs are capitalized as incurred and a regular charge for amortization is 
made to earnings. When a complete project is abandoned, the capitalized cost is charged to 
the accumulated amortization. As projects are proven, the capitalized costs will be amortized on 
the unit-of-production method using the estimated recoverable mineral reserves. 


Capitalized Interest 


The company follows the policy of capitalizing interest where the related financing can be speci- 
fically identified with the purchase or construction of property, plant and equipment including 
the purchase of mineral rights. Once the facility Is complete and commences operations, the 
interest from thereon will be reflected in earnings. 


Income Taxes 

The company follows the tax-allocation basis of accounting for income taxes with respect to all 
timing differences between the time when costs and revenues are recognized for tax purposes 
and when they are recorded in the Consolidated Statement of Income. 


CANADIAN OCCIDENTAL PETROLEUM LTD. 


Notes to Consolidated Financial Statements 


1. CHANGES IN ACCOUNTING POLICIES 


In 1974, Canadian Occidental adopted the tax-allocation basis of accounting for income taxes, 
as recommended by the Canadian Institute of Chartered Accountants, whereby deferred income 
taxes are now recorded to give effect to the difference between the time when costs and revenues 
are recognized for tax purposes and when they are recorded in the Consolidated Statement of 
Income. In years prior to 1974, tax allocation accounting was not applied to exploration and de- 
velopment expenses. This accounting change has been applied on a retroactive basis and the 
results for prior years have been restated accordingly. 


Also in 1974, the company changed from both the FIFO (first-in, first-out) and the average cost 
method to the LIFO (last-in, first-out) method of costing out inventories, for book income pur- 
poses, relative to raw materials and finished goods. The new method is considered to be pre- 
ferable because it more closely matches current costs with current revenues in periods of price 
level changes. There is no cumulative effect of the change on prior years, since the December 
31, 1973 inventory as previously stated, using the FIFO and average methods, is treated as the 
amount of the beginning inventory for the year under the LIFO method. Therefore, restated 
results for prior years are not applicable. 


The effect of these changes in accounting policies is as follows: 


Increase (Decrease) 
1974 1973 
(Amounts in thousands) 


Effect on— 

Net income —laxeallocation aac as imme anne anew ee $ (4,761) $ (2,800) 
SS esteem > Bos of 8S 2) aS 8 6 6s (526) — 

$ (5,287) $ (2,800) 

PerecOmimons Sia l@ ames ie ciee iny iiee me simran ae a Sas) $  (.42) 
Inventories. e. meee, ee tee ale ee rene re $ (920) BS eee 
Deferred iIncomestaxesS-=.ax allocation mar marr meaner amr er me $ 4761 $ 13,000 

SSNS) Gaels co 5 5 3 » & 5 6 « (394) 

$ 4,367 $ 13,000 

Retained® earnings—lax-allocation assem nnuere=) ime eee $(17,761) $(13,000) 
ee) relaeliiel soc 3 oo 5 6 8 2 em 5 (526) pa 

$(18,287) $(13,000) 


2. INVENTORIES 
Current inventories at December 31, 1974 and 1973 are comprised of the following: 


1974 1973 
(Amounts in thousands) 


Finished brOd UCTS ammees mats umer mnt tte mre enn ee $1,968 $1,688 
Raw ‘materials sco 6c eco clsecn wee One a ne ee 05a 477 
Work: in Pproc@SS™ =o) "5-1 scge en mee ante ee gi er es 227 179 
Materials: and tsupplics samira mnr ance aene tr mre eee O11 830 


$4,061 $3,174 


3. PROPERTY, PLANT AND EQUIPMENT 


Chemical plants and equipment . 
Sulphur extraction plants and equipment 
Mining exploration and equipment . 


Oil and gas properties including leasehold 
interests, exploration and development 
costs and well, lease and other et 
—Canada : 


= Wr SeGuili Coast Olsnore : 


4. LONG-TERM DEBT 


Term bank loans ($19,800,000 U.S.), due 
December 31, 1975 (a) . . ; 


Term bank loans, secured ($2, 676, 000 u, S, ) due 
November 22, 1976 (a) . . . eG 


Advance payments, interest free (b) 
—Offshore Louisiana ($7,000,000 U.S.) . 


—Offshore Texas ($7,356,000 US.) . 


Manitoba Development Corporation mortgage loan 
payable in monthly installments of $59,000 
including interest at 10%, to June 1979 . 


Ontario Development Corporation loan, interest 
free, due or forgivable in 1976. : es 


Less: Amount due within one year, 
included in current liabilities 


1974 
Accumulated 
Depreciation, 


1973 


Accumulated 
Depreciation, 


Depletion and Depletion and 


Cost Amortization Cost 


(Amounts in thousands) 


Amortization 


$ 44,158 PLO wae $ 36,477 $17,378 

2,481 1,396 2,400 1,350 

1,286 265 1395 378 

53,847 oY 48,887 13;352 
36,416 — 29,955 -— 

$138,188 $37,145 S1L19,077 $32,¢ 458 
1974 1973 


(Amounts in thousands) 


150 
19;3on 
505 
$18,846 


$19,804 


25 
$21,5 559 


(a) The interest rate for these loans is adjustable during their term to 1% in excess of the London 
Interbank Offered Rate for U.S. dollars, subject to certain borrower options as to term. At 
December 31, 1974 and 1973, the rate in tect was 10 3/4% and 11 1/6% respectively. 
The loans due November 22 1976 have extension provisions wherein repayment can be de- 


ferred to 1980. 


(b) Two pipeline companies have advanced funds to cover exploration and development of the 
U.S. Gulf Coast offshore leases in return for the exclusive right to purchase the company’s 
share of natural gas production. The advances are subject to repayment out of the proceeds 
of production within five years from the start of production. With respect to offshore Louisi- 
ana, if production does not commence within five years from the date of the advance, the 


total advance payment becomes due and payable. 


Under the terms of the company’s preferred shares and according to certain notes issued by 
Occidental Petroleum Corporation, restrictions are placed on the company’s working capital 
position and the ability to incur certain types of funded debt. The company has complied with 


these restrictions at December 31, 1974 and 1973. 


Minimum principal payments on the long-term debt for the five years aiter December 31, 1975 
are $680,000 in 1976, $1,022,000 in 1977, $1,760,000 in 1978, $4,136,000 in 1979, and $2,860,000 in 1980. 


Zo 


30 


5. INCOME TAXES 


In determining taxable income, under the provisions of the Canadian Income Tax Act and Regu- 
lations, capital cost allowance (depreciation) and exploration and development expenses, may be 
claimed in amounts exceeding the related amount charged to expense in the financial accounts. 


The Federal Budget introduced on November 18, 1974 contained certain new tax proposals 
affecting the Canadian petroleum and natural gas industry. These proposals limit the deducti- 
bility, for income tax purposes, of royalties, rentals, taxes and similar payments to a government 
in Canada and limit the annual deduction of development expenses, reduce the rate of depletion 
and revise the rate of taxation of production profits from oil and gas wells. 


The income taxes charged in the Consolidated Statement of Income have been computed on the 
tax allocation basis and for the year 1974 incorporate the proposals set forth in the Federal 
Budget of November 18, 1974. 


The tax expense of $5,917,000 in 1974 and $3,441,000 in 1973 represent effective rates of 48% 
and 47% respectively of income before income taxes. The following table reconciles the differ- 
ence between the income tax expense recorded and the expected tax expense obtained by 
applying the expected tax rate (50% in 1974 and 51% in 1973) to income before income taxes. 


1974 1973 
(Amounts in thousands) 
Expected taxi expense-9. «0 iis we en ere ee $6,179 $3,757 
Effect of— 
Excluding royalties, rentals and similar payments, 
as a deduction: fromitaxablesincorniGss. sys ee 750 — 
Depletion allowance for oil and gas . .......... (439) (157) 
Reduced rate of tax on oil and gas production 
profits and manufacturing and processing income .... . (623) (192) 
Others» net: NU ss. eo ee 50 33 
Actual income tax:expenSe aces 2 nae ee $5,917 $3,441 


Based upon current projections of capital expenditures and operations, it is not expected that 
cash outlays for income taxes will materially exceed the income tax expense with respect to the 
three fiscal years subsequent to 1974. 


6. CAPITAL STOCK AND STOCK OPTIONS 


The 94%4% Cumulative Preferred Shares Series A (U.S. dollars) and Series B (Canadian dollars), 
with dividends payable quarterly, are not generally redeemable by the company until the fifth 
anniversary (December 18, 1979) of the date of issue thereof. Thereafter the Series A and Series 
B preferred shares are redeemable by the company at par plus all accrued and unpaid dividends 
thereon to the date of redemption. The holders of the Series A and Series B preferred shares 
shall have the right to cause the company to purchase for cancellation the preferred shares at 
par value plus all accrued and unpaid dividends thereon after the fifth anniversary (December 
18, 1979) of the date of issue or whenever the company shall be in default under the rights, 
restrictions, conditions and limitations attached to the preferred shares. 


Options to purchase common shares of Canadian Occidental have been granted to certain officers 
and employees. Under the stock option plan, options granted are contingent upon continued em- 
ployment and are exercisable on a cumulative basis over a period of five years from the date of 
the grant. At December 31, 1974, 45,180 shares were reserved for issuance under outstanding 
options at prices from $7.00 to $11. 38 per share. During 1974, options for 8,600 shares were granted, 
and options for 23,111 shares were exercisable at prices from $9.75 to $11. 38 per share. No options 
were exercised during 1974 and 1973. 


7. NET INCOME PER COMMON SHARE 


Net income per common share is based on the 6,752,241 common shares outstanding during the 
years ended December 31, 1974 and 1973 after giving effect in 1974 to the dividend requirements 
on the 914% Cumulative Preferred Shares. Exercise of all outstanding options would have no 
material effect on the per share calculation. 


8. INTERCOMPANY TRANSACTIONS 


Occidental Petroleum Corporation and subsidiaries render advisory and counselling services, of 
a routine nature, to the company and its subsidiaries consisting primarily of technical, research, 
administrative and marketing services. The cost of these services amounted to $585,000 in 1974 
and $785,000 in 1973. In addition, specialized services, other than of a routine nature, (engineer- 
ing and technical consultation for new construction, modifications and process improvements) 
are also rendered and the cost of these services were $170,000 in 1974 and $186,000 in 1973. 


The company, through a credit line agreement, charges Occidental Petroleum Corporation with 
the interest differential between 542% and the average interest rate on certain of its long-term 
debt. The principal amount on which this is based varies from time to time and is directly re- 
lated to an amount the company could otherwise borrow from Occidental at 512%. The total 
interest charged to Occidental was $243,000 in 1974 and $106,000 in 1973 and is reflected in the 
accounts as a reduction in the company’s interest costs. 


The chemical operations of the company periodically purchase materials from and sell materials 
to Hooker Chemical Corporation (a subsidiary of Occidental Petroleum Corporation). During 1974, 
purchases amounted to $3,785,000 compared with $2,337,000 in 1973, and sales were $458,000 in 
1974 and $704,000 in 1973. These purchases and sales were at competitive prices. 


During 1974 the company completed the purchase of a chlor-alkali plant at Brandon, Manitoba 
from a third party. Hooker Chemicals & Plastics Corp. had previously assigned to the company its 
agreement to purchase the plant. The consideration for this assignment was $1,047,000, which 
was included in the total purchase price of approximately $4,073,000. The plant has been leased 
to a subsidiary of Hooker Chemical Corporation at a minimum annual rental of $816,000 until 
May 31, 1979. During the term of the lease the company, in addition to the rental, will also receive 
one-half of the pre-tax profits from the operations of the plant. 


9. DIRECTORS AND OFFICERS 


1974 1973 
Number of directors (including past directors). . . . .. . 13 18 
Remunerationras directors: 9... ee ee ee $ 24,100 $ 23,100 
Number of officers (including past officers). . . ...... 9 9 
Remuneration asmoriGerss. 8 9 eon ses es. Wk es we Oe $255,400 $218,500 
Number of officers who are directors. . . . 2 2 


Included in receivables for 1974 (other investments in 1973) are advances of $36,000 and $106,000 
respectively, to an officer under the executive stock-purchase plan. The sole remedy for non- 
payment is foreclosure on the collateral, represented by 5,000 common shares of the company, 
with no deficiency judgment being recoverable. The quoted market value of the collateral at 
February 7, 1975, approximated $42,000. 


10. EMPLOYEE PENSION PLAN 


The company has a non-contributory pension plan which covers all employees. This plan was 
brought into effect on July 1, 1973 and replaced two previous plans which covered only certain 
employees. The new plan was implemented to provide for improved benefits including past ser- 
vice. The past service costs are being funded over a fifteen year period and at December 31, 
1974 the unfunded amount was estimated to be $400,000. 


11. COMMITMENTS AND CONTINGENT LIABILITIES 


The company may be required under certain conditions to make payments under guarantee and 
other contractual arrangements in connection with: 


(a) Non-interest bearing demand promissory notes deposited with the federal or provincial gov- 
ernments as work performance deposits in respect of exploratory rights. The contingent 
liability under such arrangements does not exceed $848,000. 


(b) Lease agreements in force covering operating, transportation and office facilities but excluding 
oil and gas, coal and mineral leases. The minimum annual rentals under such arrangements 
does not exceed $1,800,000 at December 31, 1974. 
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Aualtors’ keoort 


To the Shareholders of 
Canadian Occidental Petroleum Ltd.: 


We have examined the consolidated balance sheet of Canadian Occidental Petroleum Ltd. (a 
Canada corporation and an 82% owned subsidiary of Hooker Chemical Corporation) and Subsidiary 
Companies as of December 31, 1974 and 1973, and the related consolidated statements of income, 
shareholders’ equity and changes in financial position for the years then ended. Our examination 
was made in accordance with generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing procedures as we considered nec- 
essary in the circumstances. 


In our opinion, the accompanying financial statements present fairly the financial position of 
Canadian Occidental Petroleum Ltd. and Subsidiary Companies as of December 31, 1974 and 
1973, and the results of their operations and the changes in their financial position for the 
years then ended, in conformity with generally accepted accounting principles, which except for 
the changes as indicated in Note 1 (with which we concur) (a) to the last-in, first-out method 
of determining certain inventory costs and (b) after giving retroactive effect to the change to tax 
allocation accounting relating to exploration and development expenses, were consistently applied 
during the periods. 


February 7, 1975 ARTHUR ANDERSEN & CO. 
Calgary, Canada Chartered Accountants 


Coroorare Information 


CANADIAN OCCIDENTAL 
PETROLEUM LTD. 


(a Canadian Corporation) 


HEAD OFFICE 

1000 Calgary House 

550 Sixth Avenue Southwest 
Calgary, Alberta, Canada T2P 0S3 


KEY PERSONNEL 


Head Office 
R. W. Archibald, Mgr. Personnel 
W. W. Chalmers, Director of 
Sulphur Marketing 
D. C. Gordon, Chief Geophysicist 
G. D. Meades, Mgr. Accounting 
J. Meronek, Mer. Purchasing 
C. R. Mikkelborg, Mgr. Land 
R. H. Orthlieb, 
Mgr. of Economic Planning 
R. T. Peirce, Mgr. Exploration 
N. R. Richards, Mer. Treasury 


Hooker Chemicals Division 

100 Amherst Avenue, 

North Vancouver, British Columbia 
L. H. Schnurstein, General Manager 


Minerals Division 
Suite 801, 
161 Eglinton Avenue, East, 
Toronto, Ontario 
Dr. J. J. Brummer, Manager 


Peace River Plant 
Taylor, British Columbia 
J. Shaw, Plant Superintendent 


Brandon Plant, 
Brandon, Manitoba 
J. A. Ross, Plant Mer. 


ALCRAFT +» CALGARY 


UTHOGRAPHED IN CANADA 


SUBSIDIARY COMPANIES 
Oxy Metal Finishing of Canada Ltd. 
(a Canadian corporation) 
Plant and Head Office 
165 Rexdale Boulevard, 
Rexdale, Ontario 
R. |. Peterson - Vice-President 
& General Mgr. 


Hooker Chemicals (Nanaimo) Limited 
(a British Columbia corporation) 


Chlor-alkali plant 
Nanaimo, British Columbia 
C. N. Hopkins - Works Mer. 


Plastics plant 
Dunlop Street, Fort Erie, Ontario 
W. E. Wentzell - General Mer. 


Canadian Occidental of California, Inc. 


(a California corporation) 


Jefferson Minerals Corporation 
(a Delaware corporation) 


AFFILIATED COMPANY 
Petrogas Processing Ltd. 
Balzac, Alberta 


W. J. van der Linden, 
Plant Superintendent 


COMMON SHARE 
TRANSFER AGENTS 


National Trust Company, Limited 
Calgary, Toronto, Montreal, 
Winnipeg and Vancouver 


First National City Bank 
New York, N.Y. 


COMMON SHARE REGISTRARS 
National Trust Company, Limited 
Calgary, Alberta 


The Chase Manhattan Bank 
New York, N.Y. 


AUDITORS 


Arthur Andersen & Co. 
Calgary, Alberta, Canada 


COMMON SHARES LISTED 
American Stock Exchange 
Toronto Stock Exchange 


COVER PHOTOGRAPHS 


. Sulphur production at Petrogas plant 

. Staking mining claims in British Columbia 
. Sel-Rex precious metal finishing products 
. Hooker Chemicals tank car 

. Petrogas plant, near Calgary 

. Gulf Coast drilling platform 
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